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Public feedback sought 
on ICO, property 
crowdfunding rules
SC has published two consultation papers available on its website

BY  A H M A D  N A Q I B  I D R I S

KUALA LUMPUR: Th e Securities 
Commission Malaysia (SC) has 
published two consultation pa-
pers to seek the public’s feedback 
on the proposed framework for 
initial coin off erings (ICOs) and 
property crowdfunding. Th e pa-
pers can be accessed through the 
regulator’s website.

An ICO is an alternative fund-
raising avenue powered by dis-
tributed ledger technology which 
involves the issuance of digital 
tokens by an issuer that wishes to 
raise funds for a project or venture.

“The consultation paper dis-
cusses the proposed framework 
for, among others, the eligibility 
of issuers, the need for transparent 
and adequate disclosers as well as 
utilisation of proceeds of the ICO,” 
said the regulator in a statement 
yesterday.

Based on the consultation pa-
per, the SC has proposed require-
ments similar to those imposed on 
equity crowdfunding and peer-to-
peer platforms, which were intro-
duced in February 2015 and April 
2016 respectively.

It proposed that an ICO issuer 
be required to approach an inde-
pendent third party authorised 
by the SC to “host” the ICO and 
assess its whitepaper, prior to sub-
mitting a formal application to the 
regulator.

“Th e above approach will enable 
the SC to leverage on the expertise 
and experience of persons who 
wish to participate and contribute 
to the development of this industry.

“It is proposed that the third 

party “host” is a recognised mar-
ket operator or alternatively any 
other person recognised by the 
SC as having the necessary skills 
and expertise. In this regard, the 
SC will be introducing a separate 
framework in relation to the au-
thorisation of the third party who 
will carry out this role,” the SC said 
in the consultation paper.

Th e paper included a list of cri-
teria for the assessment of an ICO 
which includes the requirement 
that the management of the ICO 
issuer possesses the appropriate 
experience and track record.

Only local fi rms may 
undertake ICOs
Among the other notable require-
ments were that only a locally in-
corporated non-listed company 
with a minimum paid-up capital 
of RM500,000 may undertake ICOs.

“In this initial phase of the ICO 
framework, the SC is proposing not 
to allow public-listed companies to 
undertake ICOs given the potential 
impact it may have on the pricing 
and valuation of listed shares as 
well as the impact on the rights 
of existing shareholders. Howev-
er, public-listed companies may 
establish a separate entity to carry 
out an ICO,” said the SC.

A limit on the amount that can 
be raised through an ICO was also 
proposed, with issuers only able to 
raise funds calculated as a multi-
ple of 10 times the shareholders’ 
funds and subject to a ceiling of 
RM100 million.

In terms of proceeds, it pro-
posed that at least 50% of the pro-
ceeds must be utilised in Malaysia 

and if the ICO is asset-backed, at 
least 50% of the assets are based 
in Malaysia.

The regulator also proposed 
standardised disclosure require-
ments for white papers, which in-
clude the objective and timeline 
of the ICO, a detailed description 
of the sustainability of the pro-
ject and the targetted amount to 
be raised through the ICO, and a 
scheduled timeline for the utilisa-
tion of proceeds.

Meanwhile, the property crowd-
funding consultation paper pro-
posed a regulatory framework 
which will set the eligibility re-
quirements of first-time home-
buyers, criteria of properties which 
can be listed on the platform, obli-
gations of platform operators and 
fi nancing limits.

Under the proposed framework, 
platform operators are prohibited 
from providing funding or fi nan-
cial assistance to a homebuyer 
or investor, offering investment 
advice and negotiating terms for 
and on behalf of individual third 
parties such as fi nancial advisers 
and lawyers.

Th e SC has also proposed that 
a homebuyer must put up a min-
imum of 10% or maximum 20% 
of the property price as the initial 
amount, to show his or her com-
mitment to the scheme.

In terms of eligible properties 
to be listed on the platforms, the 
SC proposed to only allow prop-
erties that are newly completed 
properties located in Malaysia, 
purchased directly from a devel-
oper that is valued at not more 
than RM500,000.
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